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OfnCE O c THf. SECRETARY QF DEFENSE 



W»HIHflI»l oc iox>« 



April 10, 1981 



MEMORANDUM FOR B. C. EVANS 

EXECUTIVE SECRETARY 
CENTRAL INTELLIGENCE AGENCY 

SUBJECT: Potential Munitions and Commodity Export Cases 
with China . 



V 



As part of the ongoing review of U.S. policy with respect 
to China, DoD has been working with other government agencies 
to identify various categories of defense- related- equipments 
which are under consideration for provision to. China. fC/HQ 

$• 

It is requested that the appropriate personnel at the / * 

Agency review this draft package and provide us comments on: 

a. Chinese need for materials described herein; 

b. the ability of the Chinese to pay for and/or 
use these materials; and 

c. expected Soviet reaction if the U.S. were to 
provide any or all of these items. 

Any other comments you feel are germane to the general subject 

of yuch a relationship with the Chinese would also be apprec iated . (-GANEl^ 

A response by 1 May would be appreciated (if that is not 
reatonable, please let me know). (U) 



)U, 



lye Special Assistant 
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PftC Dusl-Us* trport Csaas Rafarrad to Dot) *y CoMarci 
D*p«rt»«nt 

Unll** tn* procaduraa which (jorarn Munition* Control, tha 
requaat for a llcanaa undar tha Ciport Adal nistrstlon 
Regulations eonatitutaa * raquaat for author 1 tatlon to ship 
th* Ita*, not to negotlat* th* sala. Th* aaportar ha* 
alraady negotiated vl'.h th* ultlnata conslgnaa and haa a 
contract In hand. Excar for th« f*w ctiii' wharaln thi, 
applicant haa raquaatad *n advisory opinion, thara la an 
•ordar* alraady In hand which tha axport will fill. 

Tnarafora wtilla only ioa« of tha caaaa Uatad haraln fall 
within tha purvlrw of tha 4 lapta»t>*r Hat, all but tha 
first casa listed ar* for lt**e that »n il«a«nt or Ministry 
of tha FRC has raqutitad. Tharafora th* It a** in quaatlon 
•r* not "hunting* *tp*dltlons by U.S. lnduatry. 

It Is also nacaaaary to point out that Croup 2 of tha 
4 laptaaibar list ralataa to a Una of lonaywall and Digital 
tqulpwt (OCC) co*put*rs plus a laval of dlac drivaa. Tha 
specific OtC computer llatad la a »lllt*rltad »*ral*n\»f th* 
v«ry popular rDf 11/3*. Thla ayst** la not »*nuf actiwad by 
. CIC, but by th* Hordin Division *f Dnlt*d Technologies. 



,'>" 



Bovrvar tha non-«ilUifliH vtnlon by DEC and eo*p\itara of 

coaparabla or higher par for Banea by othar ailnfrtM 

■anufacturara vara eonaldara<J to ba tncludad or »t laaat 
larpltad undar Croup 7. 



J ana a j. novir < 
CAJT., UiW 
Aaalatant Dlractor 

for Technology Trada 
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tllSc TlnrlA« DrUu <«11 t7T««> »«iw»«. V«ro. ITT. «t .1 

TTO-JI biir C^.rtl El«ctrU 

Aircraft Ea ( u» u« AtciiMilti rrat t-VMtn.T * CI 

letrtUl "U»l4«tt<» Irttaa (LTX-)l) Uttw 







• imKlOa PC '*•*•■ 

^S^e*-^ , - & futot hi: 

• «•€*•€» »-0 

•ctoejcqcw r3i am:x Dtrrrr ror* ircirujiT c-rnL-aTicrjLi. r*oaue-3 a.-^j 
TiartoLocT) 
BErvrr ajjista-tt ircirrurr (uut ajia i rtxinc *jta.i«). 

'TrrnuuncHAi. itcuiirr ajtaim 
ornct cr crrnua coir:jrx (irrrrmsr^cr. irr'L i imsncxrvn 

PIOCIAXS) 

2'Trrat irmuccia: Accrcf (*5i'T vicz diucto* rot jcicmrcc 
r imctoi re* r/ut/'auoLt dut/j nTirsrsni attaim ivrzzfiM) 

GSCANILATIO* JOIXT CKltrS OT lTArT (Jl - Tkl USZ/SC7T* /JUL DID 

DCT*z-^rrr or m kavt (or-«) 
oiTAiTMrrrr or tst aii met (cvaip) 
tncvTTVt orricn. oujdu 

ITUTCTl rtC T!C-:i Eflilne Oerhaul-Goeiint, Uduiit ^T) 

{71 On I March ltSl (1S:IS-1S: 31) I racelvad a pho«e call frca tr . LeimoK 
t. alack, frealdant of Taleflea. Inc. (parent company of S«r»at«l. Inc.). 
Kr. Hick eta tad that tin ChLoeea (PFO had told hla chat the ChromelloT 
keMrlcan Corr-ortt Ion had r«tmtlr received approval froa tha I'jr: tc cnat 
three CMnaaa .Z.Z-ZI alicied an|Lna* with tSuc apacUl caraulc-aattil.lt: 
ralde coatlii|i. and chat unci c-ated, tha ant.l»ae vara to ba returned to tha 
rtC for Chtnaee taat and evaluation. 

(01 Mr. Hack further Lodlcated that tha Chlneaa would Ilka for hla coo^anT 
to lllavlta coat inn othar KIS-Il tn|lntt uaLn| tha SerauUloT-J proem, 
lareaial wTuld, Ilka Chroaalloy. tleo return tha antLnat back to China .'or 
thalr taat ard rrtluidon. Ha n>M L! t ne Chlnaee teat eaten c wai tt-ja; and 
If ao, would hli cref*n T receive tha aaaia treatment? I mar Lad that I would 
look Into tha altuatloo and that all coejpenlai would ba treated tha a*»a. 

t 
(O LtC B. 1. Maiter. Clraccoi. *jnltlcm» Control Itaff of «t Office. 
re-riev»d all DoO eaaea for tha PRC and alto contactad tha Office of ^tnitlcma 
Control (W) at Jtete to see If the T had althar received or e??ro«d an? audi 
lleenea for. tha rtC. lalthar Oi;iD« nor CVC Ulai rwul<d any eufih lleeiee 
application or raeultant approval. *r . V». Loblnaan, Director of Cfl*" , i Id 
Lrwdlcata to LtC ^a4»ar* h4»wa»ar p that ha had haard thara «l|ht b« auch an 
application f ere he era In t ahortl*. 'Jndar tha praaant |utdallnaa n r.otaJ l- 
Kawalattar SI and auoaaanant Int arpratat lona tharaof, llcanaa application of 
thla tTpa cannot ba approirad. ^r . toblnaon furthar it at ad that ha vould althar 
dlaapprova or return without actio* (KVA) all luch applltat lone ■ 

(71 kt mw rafuaat, "J- Hoblmon indicated Sa would not dleapprove or T<'^ 
euch llcanaa appllcetlona until w« had tha opportunlt* to dlacua* ch«t |r 
detail. Ha wae eleo aaaad to Lr»adlatal T l-ifora >i and hli eu^arlrre wt»air%.-r 
tha ChLnaea, Chrowallor or *ar««tal/Talaf lai do eubalt applUatlsne for tile 
pui-poea. 
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MEMORANDUM FOR THE SPECIAL ASSISTANT TO THE SECRETARY AND DEPUTY SECRETARY 
OP DEFENSE 

SUBJECT: Statue Report cm PRC Munitions and Commodity Export Cases 




As requested, pleas* find attached the following itema by tab: 

TAB A - PRC monitions cases"~ref erred to DoD from 1 January 1980 to 
10 . T ieiia s y.1981 by the Department of State 

TAB BV- PRC Coamodity Control export cases referred to DoD by the Department 
of Commerce from 1 January to 9 October 1980 

TAB C - Military equipment the PRC has expressed strong interest in but for 
which no munitions license applications have been submitted 

— * M*i" 

The updated munitions list (Tab A) ahould^be considered a draft as the 
Department of StaTe. la still In the process of verifying the status of each 
case and adding new cases to the list which have come in since 21 January 1981. 
Aa of 20 January, a total of 102 munitions cases have been referred to DoD by 
State, and we estimate that approximately 20 additional munitions license 
application* have been received since President Reagan's inauguration. All 
of these applications will be shown in our 1 March update. t Due to an extremely 
"""Heavy case load, the -Office of Technology Trade has been unable to update the 
list of dual-use items covered by the Commodity Control List (CCL). Unless 
directed otherwise, we will ask that a complete list of PRC requests for items 
on the CCL be sent to the CIA by the Office of Export Administration (OEA) of 
the Department of Commerce. 

It should be realized that without holding detailed discussions with all of 
the U.S. industry representatives doing business with the PRC, there is no 
realistic way of knowing precisely everything the Chinese may wish to export 
from the U.S. Rather than risk outright disapproval by the U.S. Government, 
the Chinese typlcslly try to get U.S. companies to seek an advisory opinion 
from the U.S. Government as to whether or not a particular request will be 
approved prior to making formal application. For your Information, of the 
102 munitions casae received from State, nine are still open' (i.e., pending) 
and 93 have been closed. Of the 93 closed, 50 were approved, four were dis- 
approved, 31 were withdrawn and eight were Returned Without Action (RWA) . 
Almost all of the 39 cases either withdrawn or RWA would have been disapproved 
by DoD. The export of the SCOUT Space Launch Vehicle waa one such RWA case 
we would have strongly disapproved nf becauae of ita strategic potential aa 
a Chinese ICBK. ' 



The Chinese have expressed very keen Interest in a number of military item* 
which in either expressly prohibited by current U.S. policy or are not In 
the categoric* of equipment permitted for export by Munitions Newsletter fBl. 
The major examples Include their specific requests for anti-tank weapons, 
over the horlxon (OTH) radar and for U.S. assistance in improving their F-8 
interceptor aircraft, including fire control and inertlal navigation systems, 
ECM gear, etc. We have alao Informally learned of a number of PRC inquiriee 
for munitions items which neither the Chinese nor U.S. lnduitry have 
officially requested permission to export. Examples of these are noted at 
Tab C. 

By way of additional background. Dr. Frank Kapper, Director, Military Tech- 
nology Sharing, OUSDRE did, with Dr. Dlnneen'a approval, meet with 
Mr. Charlee Neuhauaar, Assistant National Intelligence Officer (NIO) for 
East Asia (now Acting NIO) on 1 July 1980. The purpose of his meeting was 
to both give and receive information Srhich would bejielpful to the CIA on 
the one hand and to the USDRE during hia September visit to China. 
Mr. Neuhauser was provided copies of all MFR's which documented the meetings 
with Mr. Liu Huaqlng and Vice Premier Ceng Blao. In addition, the CIA was 
provided the then most recent copies of the list of munitions and dual-use 
export cases that had been referred to DoD by the Departments of State 
and Commerce. Mr. Neuhauser was also g^iven copies of all PRC wish lists 
including the one given to Dr. Dinneen by Mr. Liu on 6 May 1980. Also 
provided was a copy of the 3 June 1980 "Summary of United States Department 
of Defense Positions on PRC Requests for Military Support Equipment". This 
is the a-b-c category list which Identifies items we would consider for 
export (a); Items we felt we needed more information on (b) and Items we 
said we would not consider for export (c). Mr. Neuhauslr stated he had 
accompanied Secretary Brown on hla January 1980 trip to China and had also 
been dealgnated as the CIA focal point for all activities relating to China. 
A copy of Dr. Perry's trip report on his^/isit to Cnlna was also provided 
to the CIA. ~*** 

In short, the CIA in the person^ of Mr. Neuhauser has already been provided 
extensive background information on what our earlier discussions with the 
Chinese were and also on those Items whidh the PRC had expressed specific 
Interest in. CIA also has representst ion on both the Technical Adviaory 
Committees (TACa) and on the Operating Committee (OC). More specifically, 
Mr. George Schember of CIA is a non-voting member of the Interagency Operating 
Committee, which is chaired by the Department of Commerce. Mr. Schember 
serves as the interface for both State and CIA on export license requests for 
all proscribed countries. As a result of s recent CIA-Commerce agreement, 
he also has access to' any information required by his Agency. 
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S* / nr^ Walter B. LaBeree 



Walter B. LaBerge 
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